
Appendix M 

2022-23 POLICY STATEMENT ON THE MINIMUM REVENUE PROVISION FOR 
THE REPAYMENT OF DEBT  
 
The annual Minimum Revenue Provision (MRP) Statement meets the Council’s duty 
to ensure it makes adequate and prudent provision for the costs of its capital 
investment decisions financed through borrowing or other credit arrangements.  
 
Capital expenditure is expenditure that provides ongoing benefits to the Council for a 
period of longer than 1 year.  Accounting rules require that where this capital 
expenditure is not funded through contributions, grants or capital receipts it must be 
charged against the Council’s General Fund or HRA Balance over a period that 
reflects the length of time that the expenditure will provide benefits.  
 
A Council’s policy on MRP must be approved by Full Council prior to the start of the 
year to which the policy will apply. Any changes must also be approved by Council. 
 
The Department for Levelling Up, Housing and Communities (DLUHC) has issued 
guidance on how councils should calculate MRP charges. S21 (1A) of the Local 
Government Act 2003 requires that all councils ‘have regard’ to such guidance. 
 
General Fund 
For borrowing undertaken prior to 1 April 2011 MRP will be charged at the rate of 2% 
(straight line basis) on the amount of such borrowing that existed at 31st March 2017.  
 
For all other capital expenditure funded from borrowing (with the exception of 
significant income producing regeneration schemes) the MRP will be made in equal 
annual instalments over a period which the expenditure is expected to provide 
benefits for. For PFI schemes this period will be equal to the length of the initial lease 
period. 
 
For significant income producing regeneration schemes the MRP will be charged on 
an annuity basis that links the amount of MRP charged to the flow of benefits (i.e. 
income) that the scheme / asset is expected to generate.  
 
For capital expenditure loans to third parties that are repaid in agreed phased 
instalments of principal, the Council will make nil MRP, but will instead apply the 
repayments / capital receipts arising from principal repayments to reduce the capital 
financing requirement instead. In years where an agreed repayment of principal is 
not received, MRP will be charged in accordance with the agreed initial phasing plan 
including where appropriate, delaying MRP until the year after the assets become 
operational. This is thought to be a prudent approach since it ensures that the capital 
expenditure incurred on the loan is fully funded over the life of the assets. 
 
Housing Revenue Account (HRA) 
For the debt inherited on 28 March 2012 as a result of the reform of the Council 
Housing Finance Subsidy System the provision for the repayment of debt will be 
made on an annuity basis over a 30 year period (commencing in 2012-13) for 80% of 
the debt inherited and using the annuity basis over a period of around 20 years 
(commencing in 2022-23) for 20% of the debt inherited.  
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The charges for the repayment of HRA debt existing prior to 28th March 2012 will be 
made in equal instalments over 30 years. 
 
The £11.5 million of borrowing that was undertaken in the years between 2015-16 
and 2019-20 in response to Central Government’s Local Growth Fund initiative will 
be repaid, on an annuity basis, over a period of 13 years. The repayment changes 
will commence after allowing for a one year repayment holiday. ie in the year 2017-
18 for the borrowing undertaken in 2015-16. 
 
For the HRA climate change programme commencing in the year 2021-22 the MRP 
will be charged on an annuity basis that links the amount of MRP charged to the flow 
of benefits that the scheme / asset is expected to generate.  
 
Policy on the capitalisation of borrowing (i.e. interest payable) costs 2022-23 
Accounting regulations allow councils to either capitalise all borrowing costs 
attributable to the acquisition and construction of ‘qualifying assets’ (i.e. up until the 
time as the ‘qualifying asset’ becomes operational) or to charge such costs to the 
revenue account as they are incurred. 
 
The Council intends to take advantage of this regulation for the current financial year 
and all subsequent years by capitalising borrowing costs on qualifying assets. 
 
A ‘qualifying asset’ is defined under accounting regulations as one that “will take a 
substantial period of time to get ready and where this period is sufficiently long for a 
material balance of borrowing costs to accrue”. 
 
The Council intends to more tightly define a ‘qualifying asset’ as one which meets all 
of the following 4 criteria 
 

• The borrowing costs attributable to the asset can be reliably measured; 

• The borrowing costs can be directly attributed to the asset; 

• The development of the asset will result in future economic benefits accruing 
to the Council; 

• The borrowing costs attributable to the asset over the construction period total 
at least £1.5m. 
 

The most common circumstances in which the Council expects to capitalise 
borrowing costs is when the Council undertakes significant income producing 
regeneration schemes. 
 


